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UNITED KENO HILL 
MINES LIMITED 


Highlights for 1979 


Fiscal Year ended December 31 
($000 omitted) 


1979 1978 
Production Revenue 
Gross revenue from metal shipments ..................... $53,226 $21,623 
Earnings 
EaiMInIC Sue ONG aXCSre teresa Mie. rah toads Pia eR dlc kw Aida es As $32,850 $ 5,274 
Rea X COMP ee) ok tire ay ane Id eal we Te eda 12,124 17505 
NEPESEING Sin eaten tr hake i Mee keen eee eas laments 2 $ 20,726 $ 3,769 
Financial Position 
Wornking-Capitalfromoperalions 275 ss ote. ot ahd aw $21,850 $ 4,392 
CashrandimarketablesecunitiGS yin) ec ee ley ie ee 15,460 9,825 
Metal in transit and settlements receivable.................. 25,438 Lalas 
WVOMIn Ck@a Otel ante tae na Renee ease A Ree ears teats, 31,313 16,684 
Siiakeno|derSseQuil ewe ee we an co er ne Pacem eters 34,751 18,965 
Per common share 
OUATIETIVCACENOSIRICS i wamadi sc 2 totes nantes abe mise ee. cin S- .0:41> 2S) 50:37 
SOCONGMEG rt paces Ie RO in oa gee 1.34 0.28 
MEAG oun heehee ont tc 5 Bt ed Jak ke 1.99 0.19 
OUCH ee st cee eee eg be incmatanee e 4.65 0.69 
NORESUINMNOS . memes Git ero ner Petr ee ents, or eke ge tlh 8.39 103 
Gast Wee eee ae Se ee Roa is ela Te eee 8.85 jibarats: 
DINIGEMOS Calin: sheets, Gh re, ne Nac meee Cents. Fe 2.00 0.70 
SharenOlGerSnec Wl ae a erase Stes ome ak, ae ee a, G: 14.07 7.68 


Chief Mine Geologist, Larry Carlyle, High 


Grade Face in Husky Mine 
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UNITED KENO HILL 
MINES LIMITED 


United Keno Hill Mines Limited, a member of the Falconbridge 
group of companies, is primarily a producing silver-lead mining 
operation. The producing properties are located mainly on Galena 
Hill and Keno Hill in the Mayo district of the Yukon Territory. The 
company also maintains an exploration office in Whitehorse, the 
capital of the Yukon. 


The Keno-Galena Hills district has the longest production history 
of any lode mining area in the Yukon. Silver-bearing galena was first 
discovered on Galena Creek in 1906 and except for the period between 
1942 and 1946, mining operations in the district have been continuous 
to the present. Since 1946, production from the company operations 
has totalled 3,931,000 tons of ore yielding 136,520,000 oz. of silver as 
well as 462,896,000 Ibs. of lead and 329,844,000 Ibs. of zinc. 


United Keno Hill Mines Limited is a Canadian company and was 
incorporated on November 6, 1945 as Keno Hill Mines Limited which 
in turn had succeeded the Treadwell Yukon Company as the principal 
operator in the district. The name of the company was changed to its 
present form on January 24, 1948. The capital of the company is 
comprised of 2,470,000 common shares without par value issued and 
outstanding. Falconbridge Nickel Mines Limited owns 1,195,989 or 
48.42%. The shares are traded on the Toronto Stock Exchange. 


Since incorporation, the company has paid a total of $27,417,000 
in dividends. This represents $11.10 per common share. 
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Air Trac Driller, Top Lift of Sime Pit 


Underground Mine Superintendent, John Holzapfe John Derksen, Mucking Machine Operator 


UNITED KENO HILL 
MINES LIMITED 


REPORT OF THE DIRECTORS 
TO THE SHAREHOLDERS: 


The past year was by far the most profitable in the history of the company. Net earnings of 
$20,726,000 or $8.39 per share far exceeded the previous high set in 1974. When compared with 1978, 
record earnings were due to significantly higher metal prices, particularly in the last quarter, which more 
than offset increased operating costs, lower metal production and a higher tax rate. 


Gross revenue increased by 146 percent to $53,226,000 as silver and lead prices exceeded 1978 
averages by $13.16 per oz. and $0.249 per lb. respectively. 


lhe he, 1978 1977 


Average Average Average 
Silver: (per-ounce)-$:Catr.: wens ao ee er ee $2 1983) $ 6.67 $2 75720 
Leada(per pound): Came: crave sp cce ares oe een eee $ 0.6644 $ O415 $ 0.349 


There was no zinc production in 1979. 


ANALYSIS OF OPERATING COSTS 


Treatment and marketing expenses increased by $1,031,000 to $4,201,000. This includes metal not 
paid for under the terms of the smelter contract. The main component of the large increase is the sharply 
higher prices for metals used in calculating the value of the losses. Mine operating and administrative costs 
increased by $2,340,000 to $14,776,000. Unit costs decreased from $138.05 per ton of ore to $118.85 per ton 
due to the introduction of substantial quantities of lower cost, lower grade ore from the open pit mines. 


The major components of the operating cost increase were mining (+ $360,000) mainly due to higher 
development activity, milling (+$997,000) mainly due to full operation of the cyanide plant and the 
increase in milling operations from 10 shifts to 15 shifts per week, maintenance (+$279,000) and 
administrative charges (+$704,000). Increases in maintenance were chiefly higher fuel and power costs. 
The administration cost increase includes an extra $361,000 for environmental control. 


ORE RESERVES 


Ore Reserves at December 31, 


1979 1978 
Silver Lead Silver Lead 
Tons Oz/Ton See Tons Oz (hon Saas 
Underground Ore Reserves 
Proven HOMES 22 30.9 5.0) 48 ,204 40.6 5.0 
Probable 67,948 37.1 4.4 49,111 39.8 Se 
Indicated 83,314 31.9 0.2 12,383 36.9 3.6 
Sub-total Underground Ore Reserves 203,084 S3rk 4.3 109,698 39.8 4.9 
Open Pit Reserves 
Proven 42,730 215 3.8 
Indicated 48 358 26.9 4.9 37,465 27.4 Ly) 
Sub-total Open Pit Ore 48 358 26.9 4.9 80,195 24.3 5.6 
Total Ore Reserves 251,442 31.9 4.4 189,893 Se S32 
Ore in Stockpile 79,194 20.3 3.8 56,049 21.9 4.0 


Total Ore in Reserve 
and in Stockpile 330,636 29.4 4.3 245,942 BOT 4.9 


The following definitions are used in determining the classification of ore reserves: 


Underground Proven: Ore exposed and sampled on a minimum of two dimensions. 

Underground Probable: Ore exposed and sampled along one dimension. Limits of 25 ft. on either side 
of the exposure are assumed. 

Open Pit Proven: Ore exposed and sampled on a minimum of two dimensions. 

Indicated: Ore calculated from drill hole information only. 


Total ore in reserve and in stockpile increased by 84,694 tons during 1979 after milling 124,322 tons. 
Average grade decreased slightly from 30.7 oz/ton to 29.1 oz/ton. Reserve increases were recorded in all 
underground mines with the largest increases recorded at the Keno and Husky mines. 


The ore reserves include 9,229 tons grading approximately 30 oz/ton on claims owned by Comstock- 
Keno Mines Limited. The company has recently leased these claims from Comstock-Keno and will start 
rehabilitation of the old workings in the spring of 1980. 


Mining areas included in the “Total Ore” calculation are Husky, Elsa, No Cash, Ruby, Keno, 
Bermingham stockpile, Sime and the Calumet C structure. In addition the underground “Indicated” 
reserve of 33,314 tons is from a new area designated as South-West Husky. This area is described in more 
detail in the exploration section. 


MARKETING 


United Keno Hill lead-silver concentrate is shipped from Elsa to Whitehorse by truck, to Skagway, 
Alaska by train, by ship to Vancouver and to East Helena, Montana by rail. 


The company, during 1979 sold all its concentrates under contract to Asarco Incorporated which 
operates a lead smelter at East Helena, Montana. Under the terms of the smelting contract, payment for 
silver is the Handy & Harman quotation as published in “Metals Week”, averaged for the second calendar 
month following date of arrival at the smelter. Payment for lead is at the average of the quotations for 
common domestic lead for delivery in New York City as published in “Metals Week”, averaged for the 
second calendar month following the date of arrival at the smelter. With a transportation route that may 
involve several weeks between production and delivery, the time lapse between production and payment 
can be four to five months, i.e., receipts for December 1979 production would be in April-May 1980. 


United Keno Hill records revenue on the basis of production, hence adjustments must be made 
periodically to balance production estimates with changing market conditions and actual smelter payments. 
At December 31, 1979 the total inventory of silver in concentrate and in precipitates produced in 1979 and 
scheduled for payment in 1980 was 826,804 ounces. This compares with 981,521 ounces at December 31, 
1978. The 1979 earnings statement reflects the following estimated value of this inventory. 


Ounces $ Can/Oz 


January settlements based on December average price. .............4-- 246,385 $25.35 
February settlements based on January average price. ..............05. 166,857 $40.99 
March settlements based on February average price..............-005. 141,384 $32.29 
May settlements based'on-April average price... 3220. Oe ee ele DIZ IS $26.81 


Note that due to transportation problems in Vancouver, no concentrate is scheduled for settlement 
in April 1980. 


REPORT ON OPERATIONS 


A total of five underground mines and two open pits were operated during 1979 with one pit, the 
Bermingham suspending operations after exhausting all known ore reserves. Total production for the year 
was 124,322 tons grading 23.87 oz. silver per ton. Although tonnage increased by approximately 34,000 tons, 
silver production declined by 256,399 oz. to 2,481,356 oz. For the first time, open pit ore became the major 
contributor to production with the pits (primarily the Bermingham) supplying 48 percent of the total ore 
and 36 percent of the total silver produced in the flotation plant. A substantial portion of the cyanide plant 
production is also attributable to the pits. 


Elsa Mine 


Production from Elsa was 5,524 tons grading 36 oz. in 1979 compared with 7,971 tons grading 
25.8 oz. in 1978. Production was mainly from one stope. Ore reserves at 21,000 tons are marginally 


higher than 1978. There were no significant developments at this mine which is located within the 
Elsa town limits. 


Husky Mine 

Husky production was 23,354 tons grading 35.3 oz. in 1979 compared with 32,439 tons at 52.3 
oz. in 1978. The Husky contributed 18.8 percent of the total ore production and 26.1 percent of the 
total silver. Grade and total silver production were affected by the exhaustion of the 2-1-225 stope, a 
major producer since 1975. 


Ore reserves increased by 10,719 tons to 56,052 tons grading 43.9 oz. Reserve increases were 
mainly unexpected additions within existing stopes. : 


The diamond drilling on South-West Husky which is described under the “Exploration” 
section of this report precipitated a decision to re-examine the south-west extension on the 250 
level which is within 700 ft. of the diamond drilling discovery. The old workings were re-opened 
and subsequent development resulted in 4,500 tons being added to the Husky reserves. At year 
end the 250 level drift was being driven towards the new discovery. 


No Cash Mine 

Production at 10,289 tons grading 20.2 oz. was virtually unchanged from 1978. Ore reserves at 
14,530 tons grading 26.3 oz. were approximately 2,000 tons, higher than 1979. There were no 
significant developments at No Cash. 


Keno Mine 

Production at Keno was 15,571 tons grading 18.4 oz., down from 21,424 tons grading 40.1 oz. 
in 1978. Tonnage and grade decreased as the high grade sections of the main producing stope 
on the No. 18 vein were mined out in early 1979. 


Keno ore reserves increased by 24,046 tons to 43,115 tons grading 24.2 oz. The large increase is 
mainly due to development of the 18 vein “North Block” between 700 and 450 levels. Previous 
mining on this vein had been above 450 level. Two raises, 285 ft. apart were driven in the 
block in 1979 between the 700 and 450 levels. One raise, the 7-18-019, encountered ore values 
in two ribs of the vein. The south rib averaged 27.8 oz/ton over 4.8 ft. for a vertical distance 
of 126 ft. The north rib averaged 20.1 oz/ton over 4.5 ft. for a vertical distance of 98 ft. A subdrift 
driven from lift 14 of this raise returned 25.3 oz/ton over 6.5 ft. for a strike length of 108.5 ft. 


Ruby Mine 


Production at Ruby was 9,664 tons grading 27 oz. in 1979 compared with 3,489 tons grading 15 
oz. in 1978, the first production year. 


This mine was started in late 1977 with the collaring of the adit on Galena Hill. By the end of 
1978 the 2,500 ft. drive had been completed and a raise to surface on vein started. This raise was 
completed in September 1979. During the last quarter of 1979, subdrifting was started to determine 
the lateral extent of the bottom of the ore body. 


Ore reserves at 14,037 tons grading 32.9 oz. were virtually unchanged from 1978 except 
to move the reserves from the “drill indicated” category to “probable”. There is considerable 
potential for additional ore in this mine. 


Bermingham Open Pit 

Mining at the Bermingham Open Pit was terminated in October 1979. A total of 59,005 tons 
grading 19.9 oz. were delivered to the mill and 33,724 tons grading 20.2 oz. were stockpiled in 1979. 
The total Bermingham ore stockpile at December 31, 1979 was 77,669 tons grading 20.4 oz. 


Total production for the life of the Bermingham was 146,694 tons of ore grading 21.6 oz. 
Waste removed amounted to 1,035,000 tons for a waste/ore stripping ratio of approximately 7:1. 
Sime Open Pit 

Stripping started at the Sime in July 1979. At year end waste removal amounted to 164,000 
tons, 915 tons grading 17.0 oz. had been milled and 1,525 tons grading 22.6 oz. had been stockpiled. 
Drill indicated reserves at this pit of 36,259 tons grading 28.6 oz. were unchanged from the figures 
reported in the reserves in the 1978 report except for the deletion of reserves mined. 


The stripping ratio at this pit will be considerably higher than Bermingham, hence it will be 
necessary to increase waste removal substantially in order to maintain, and if possible increase open 
pit reserves during 1980. A program to this effect has been initiated. 


CONCENTRATOR 


Production shortages in the first quarter of 1979 due to freezing of the open pit ore in the crushing 
system and the fine ore bins led to increased heating of the ore bins and to construction of a thaw shed for 
the open pit material. Problems to date in the 1979-1980 winter have been greatly reduced. Capital cost of 
these additions during 1979 amounted to $247,000. 


The concentrating process at United Keno Hill employs conventional crushing, grinding and 
flotation methods to produce a silver rich lead concentrate. The tailings from the flotation plant are treated 
further in the cyanide plant where cyanide is used to dissolve silver from the tailing. Zinc dust is used to 
precipitate the silver from the solution. The precipitate is collected and sold separately from the concentrate. 
The tailing from the cyanide plant is filtered and washed to remove as much cyanide as possible and then 
treated with chemicals to lower the concentration of deleterious metals before flowing to the tailings pond. 
Overflow from the tailings pond flows through two settling ponds before discharge to the environment. 
Effluent from the tailings pond to the first settling pond is treated with lime to remove heavy metals and with 
chlorine gas to remove cyanide. Further treatment using chlorine gas is used between the first and second 
settling pond. A photograph of this system is shown below. 


During 1979, labour and chemicals to service this system amounted to $437,000. In addition, 
construction of the dam for the second settling pond during 1979 resulted in a capital cost of $302,000. This 
expenditure has been made in order to meet a water discharge standard that is one of the most stringent in 
the world particularly with respect to the maximum allowable concentration for cyanide. 


Ree 


%) 


Dam between No. | and No. 2 settling ponds in foreground 


Tailings dam in background showing lime and chlorine treatment. 
showing chlorine treatment in red shack. 


Silver recoveries from the two plants declined from 90.7 percent in 1978 to 85.5 percent in 1979. The 
reasons for the decline are as follows: 


1. Lower head grades, 
2. Higher percentage of non-sulphide ore from the open pits affecting the flotation plant recovery, 
3. Lower than anticipated silver recovery from the cyanide plant. 


Some improvement is anticipated in 1980 particularly with respect to the operation of the cyanide 
plant. 


EXPLORATION 
Total exploration expenditures for the year of $2,006,000 were $946,000 higher than 1978. 


Approximately 50 percent of the total amount was spent exploring on the main property at Elsa. A 
total of 1,081 claims were held by the company in the Elsa area at year end. Exploration included overburden 
(percussion) drilling (76,400 ft.), diamond drilling (14,084 ft.) and surface stripping and trenching. Significant 
results were as follows: 


A) OVERBURDEN DRILLING 


1. SIME VEIN — Before the commencement of open pit mining operations, one hundred 
percussion drill holes totalling 11,970 ft. were drilled to test other structures associated with 
this vein system. Both a hanging wall and a footwall structure were identified. These will be 
explored further as the open pit develops. 


ye CALUMET 4 AND 11 VEINS — Extensive follow-up work was done on these structures 
where strong mineralization was outlined in 1978 drilling. A 450 ft. strike length of the No. 
11 vein and a 200 ft. strike length of the No. 4 vein appears to contain economic mineralization. 
This system is now considered to be on stand-by for open pit development. 


SF CALUMET NO. 1 VEIN — This system which has been mined and explored 
from underground was detail drilled along a 1500 ft. strike length. The vein was 
found to be well mineralized over the entire length at depths of 20 ft. to 140 ft. 
from surface. This area is also on stand-by for open pit mining. 


B) DIAMOND DRILLING 


iF, HUSKY NO. 1 VEIN — Three holes were completed to test for deep ore under the bottom 
level of the Husky mine. All holes hit the No. 1 vein; however no economic values were found. 


Dp SOUTH-WEST HUSKY — Twelve holes were completed on this vein system to test several 
anomalous overburden drill results at depth. The zone lies approximately one mile from the 
Husky shaft and some 700 ft. south-west of the nearest Husky workings (the 250 level). Silver 
(Ag) values discovered are associated with pyrite with only minor galena. Tonnage for the 
zone outlined to date has been calculated at 22,942 tons grading 26.3 oz. Ag above the 
Husky 250 level and 10,372 tons grading 44.2 oz. Ag below the 250 level. Further drilling is 
scheduled for the spring of 1980. For the information of shareholders a section along the vein 
is included with significant assay results from all the diamond drill holes. 


In early 1979, the company signed an option agreement with the Tagish Lake Syndicate whereby 
United Keno Hill undertook to re-examine and develop if feasible the Venus Mine near Carcross, Yukon. 
This operation, a former gold and silver producer, has been dormant since 1971. During the summer 
exploration season, the old workings were re-sampled, additional claims for a total of 97 were staked and 
surface mapping and geo-chemical sampling conducted, all under the supervision of the Whitehorse 
exploration office staff. Reserves within the old workings were calculated at 77,600 tons grading 0.27 oz. 
gold per ton, 7.2 oz. silver per ton, 2.1 percent lead and 1.4 percent zinc. In order to examine the vein at 
depth, two cross-cuts totalling 1,000 ft. were driven into the hanging wall of the bottom working level 
followed by diamond drilling. A further 42,250 tons were outlined grading 0.13 oz. gold per ton, 5.50 oz. 
silver per ton, 1.49 percent lead and 1.34 percent zinc. A feasibility study is in progress on this project with 
completion scheduled for mid-March. 


S.K. 77 6.4 oz. Ag/ton — 7 ft. intersection 
S.K. 78 97.2 oz. Ag/ton — 24 ft. intersection 
S:K.79 minor mineralization 

S.K. 80 15.8 oz. Ag/ton — 14 ft. intersection 


S.K. 81 39.2 oz. Ag/ton — 2 ft. of core recovered 
from 11 ft. intersection in hanging wall. 
Main zone encountered only minor 
mineralization. 


a PROJECTED 
S.K. 82 50.4 oz. Ag/ton — 4 ft. of core recovered on ce HUSKY 200 LEVEL — 
from 8 ft. intersection 


S.K. 83 46.8 oz. Ag/ton — 2 ft. of core recovered 
from 5 ft. intersection 


S.K. 84 Did not intersect zone 


S.K. 85 Only minor mineralization 
S.K. 86 91.1 oz. Ag/ton — 8 ft. intersection 
S.K. 87 62.5 oz. Ag/ton — 11 ft. intersection 


S.K. 88 15.4 oz. Ag/ton — 10 ft. intersection LONGITUDINAL SECTION 
S.W. HUSKY 


The company continued its participation in a joint venture with Giant Yellowknife Mines Limited 
and Falconbridge Nickel Mines Limited in Newfoundland. Further work will be done in 1980. 


Arctic Precious Metals Inc., an American subsidiary in which United Keno Hill owns 50 percent of 
the issued shares (Giant Yellowknife Mines Limited owning the other 50 percent) has been formed to 
permit the company to participate in exploration for gold and silver in Nevada and Utah. 


SUMMARY 


Steadily rising silver prices throughout 1979 have dramatically altered both the fortunes and the 
prospects for the company. Previous reports have stressed the importance of the Husky mine to the 
continued viability of the operations at Elsa. While still an important contributor to production and profits 
the Husky is no longer the single controlling influence. Record earnings from higher silver prices have 
permitted the company to invest in additional development work which has resulted in a substantial 
increase in ore reserves. The company intends to continue and expand this policy during 1980 particularly 
with respect to developing more open pit reserves. During this period of assessment it is the intention of 
management to continue operations at approximately 125,000 tons and 2,500,000 ounces of silver per year. 
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P. L. Munro 


Toronto, Ontario President and 
February 14, 1980 Managing Director 


On behalf of the Board 


EMPLOYEES 


While turnover of hourly employees decreased 
by 8.7 percent to 132 percent in 1979, there 
remained a chronic shortage of qualified mining 
and trades personnel. Total employees in all 
operations is approximately 300. 


The company, at a cost of $775,000 constructed 
a new dormitory housing 54 single status 
employees. Upgrading of quarters for single 
employees will continue in 1980. 


At year end, a total of fourteen women were 
in the hourly work force holding such varied 
positions as truck driver, mill operator, hoist 
operator and underground trammer. 


Labour relations were generally constructive. 
The collective agreement terminates August 31, 
1980. 


Rita Wozniak, Draftsperson 
Ossie Venasse, Chief Surveyor 


Ruth Mersereau, Assay Technician Norman Silas (left) and Ron MacDonald, 
Trammers 


UNITED KENO HILL 
MINES LIMITED 


STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 


($000 omitted) 


EARNINGS 


Less smielter charges, freight, and marketing expenses ..........-.......... 
et fevenue Om Micial sPipnienis...........-......6....-......4........ 


Operating and administrative costs: 


Development, mining, milling and general mine expenses.................. 
Agnunistrauve and peneral cxpeises .. «6k es 


Operating profit before the undernoted items. .................... 0.2. 


Expenditures on exploration and development of properties not in production . 


Decureciauiog and anioriization. .... 


SJ0CEAUNG OFOUE 8 i a a a es: 
iiterest anc Sundry income... ... |... a. 


Parnings before income and mining taxes... ..- 0... 6 es 
Income and mining taxes (note 6): 


Corment ... eee 
Decree ...............:............................ 


Varaincs for (be veal. 8 i es, 


Parcs DCF SATS 2. i i i i et 


Retained earnings, beginning of year... . 1... eee ee eet teens 
Papies 100 he yeah 
Dividends paid ($2.00 per share — 1979; $0.70 per share — 1978)............... 


Retained earnings, end of year... 2.1... 6c ee ee eee tenet ees 


(See notes to financial statements) 


1979 
io 1978 
124322 90,082 
$49,202  $ 18,257 
3,729 3,119 
295 247 
53,226 21,628 
4,201 3,170 
49,025 18,453 
14436 12,172 
340 263 
i476 12,486 
34,249 6,017 
2,006 1,060 
847 569 
2853 1,629 
31,396 4,388 
1,454 886 
32,850 5,274 
11,847 1,449 
277 56 
12,124 1,505 
$20,726 $ 3,769 
€ 839. S$ 153 
$17,015  $ 14,975 
20,726 3,769 
(4,940) (1,729) 
$ 32,801 $17,015 


UNITED KENO HILL 
MINES LIMITED 


(Incorporated under the Canada Business Corporations Act — Note 2) 


BALANCE SHEET - 


($00 
ASSETS 
1979 1978 
Current: 
Cash and short-term chartered bank deposits.................,.......... $ 8,102 $ 4,810 
Marketable securities, at cost which approximates market value............. 7,358 5,015 - 
Accounts receivable, accrued interest and prepaid expenses............ SS 610 Be 
Metal in transit and settlements receivable (note 4).....................-. 23,438 = 1179 
Supplies... ...........5........../7..........,..'... 4... 1,801 1,381 
Stockpiles of broke ore on the surface ...............4.-...1.... .13.. 199 83 
Total current assets ................................... 43,508 18,603 
Property, plant and equipment: 
Plant and equipment, at cost... ............1. ees 13,509 11,408 
Less accumulated depréciation....-.....2.......,.......4... 2. 9,609 8,985 
3,900 2,423 
Mining claims and properties, at cost less accumulated amortization......... > tf 44 
3901 Baer 


$ 47.409  $ 21,070 


(See notes t 


To the Shareholders of 
United Keno Hill Mines Limited: 


We have examined the balance sheet of United 

Keno Hill Mines Limited as at December 31, 1979 
AUDITORS’ REPORT and the statements of earnings, retained earnings and 

changes in financial position for the year then ended. Our 
examination was made in accordance with generally 
accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary 
in the circumstances. 


Toronto, Canada 
February 1, 1980 


| 


DECEMBER 31, 1979 
imitted) 


Director 
nancial statements) 


Director 


In our opinion, these financial statements 
present fairly the financial position of the company as at 
December 31, 1979 and the results of its operations 
and the changes in its financial position for the year 
then ended in accordance with generally accepted 
accounting principles applied on a basis consistent 
with that of the preceding year. 


ee 


Chartered Accountants 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
1979 1978 
Current: 
Accounts nayavie and accrued charges... ........,.........4.....2 3 $1,238 ~ 3 - 965 
Pcoiie atid other taxes payable... be se 10,575 954 
Diviends payable. og ek 382 
‘\Olal CURTENU iadiiities.....-........,................ 12,195 1,919 
mererred income and mining taxes... ... 6... ee se 463 186 
Shareholders’ equity: 
Capital (note 2) — 
2,470,000 common shares without par value, 
issued anc OUISianding.. 5... c.g. ee ee. 1,950 1,950 
Reo ned Carnins ww 32,801 17,015 
34,751 18,965 
On behalf of the Board: 
= =. $ 47,409 $21,070 


UNITED KENO HILL 
MINES LIMITED 


STATEMENT OF CHANGES 


FOR THE YEAR ENDED DECEMBER 31. 
($000 omitted) 


Source of working capital: 
Operations — 
Barninestorthe year... .....-.... ...... ee. 


Add depreciation, amortization and deferred income and mining taxes, 
charges to earnings which did not involve an outlay of working capital 
in the Current year..............:....................... 


Application of working capital: 
Dividends. .....-..-........-.......  ..... =. 


Changes in components of working capital: 
Increase (decrease) in current assets — 
Cash and short-term chartered bank deposits.....,.................; 
Marketable Securilies.......................................... 
Accounts receivable, accrued interest and prepaid expenses............ 
Metal in transit and settlements receivable............-............. 
SUppIICS..........-5....-.....4......5.......:...... “oe 
Stockpiles of broken ore on the suriace........................... : 


Increase (decrease) in current liabilities — 
Accounts payable and accried charges. .......:4..............:.., 


Income dnd other taxes payable. .¢....... ....................... 


Dividends payable .........%...°........../.............. .. 


Increase in working capital........-................%.......4............. 


Working capital, beginning of year... .........2............................ 
Working Capital, end of year... .-..............:........,.......:........ 


(See notes to financial statements) 


IN FINANCIAL POSITION 


1979 
1979 1978 
$ 20726 $3.70 
1,124 623 
21,850 4,392 
4,940 1,729 
20s 1,408 
7221 3,137 
$14,629 $ 1,255 
$3292 $3 
2343 Gan 
75 (125) 
18,259 1,086 
420 273 
116 83 
24,905 2,268 
273 433 
9,621 580 
382 
10,276 1,013 
14,629 1,255 
16,684 15,429 
$31,313 $ 16,684 


UNITED KENO HILL 
MINES LIMITED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1979 


1, Accounting policies 
The financial statements of the company have been prepared by management in accordance with 
accounting principles generally accepted in Canada, consistently applied. The principal accounting policies 
followed by the company are summarized hereunder to facilitate review of the financial statements. 


(a) Revenue recognition 
Metals contained in concentrates and precipitates are sold under contracts, mainly with two 
customers. Estimated revenues are recorded in the accounts during the month when the concentrates 
and precipitates are produced. The estimated revenues may be subject to adjustment on final 
settlement or may be adjusted prior to final settlement, usually four or five months after the 
date of production, to reflect changes in metal market prices and weights and assays. 


(b) Valuation of metal in transit and settlements receivable 


Metal in transit and settlements receivable are valued at estimated realizable value in U.S. funds, 
translated into Canadian dollars at the year end rate of exchange. 


(c) Valuation of inventories 


Inventories are valued as follows: 


(i) Stores and operating supplies are valued at the lower of average cost and replacement 
cost; and 

(ii) Stockpiles of broken ore on the surface are recorded at direct mining cost excluding 
associated pit stripping costs. 


(d) Property, plant and equipment 
Property, plant and equipment and related expenditures are accounted for as follows: 
(i) Property, plant and equipment are recorded at cost; 

(ii) Depreciation on plant and equipment is provided on the straight line basis at 10 per cent 
per annum, except major mobile equipment which is depreciated at the rate of 25 per 
cent per annum; 

(iii) Amortization of the cost of mining claims and properties is provided on the straight line 
basis at 10 per cent per annum; 

(iv) Repairs and maintenance expenditures are charged against earnings; major betterments 
and replacements are capitalized; and 

(v) Upon sale or abandonment, the cost of the fixed assets and the related accumulated 
depreciation are removed from the accounts and any gains or losses thereon are taken 
into earnings. 


(e) Exploration 
Exploration and development expenditures on contiguous mining properties and unknown or 
unproven ore bodies are expensed as incurred. 


(f) Income and mining taxes 
The company follows the deferral method of applying the tax allocation basis of accounting for 
income and mining taxes. Under this method, timing differences between the period when income or 
expenses are reported for tax purposes and the period when they are recorded in the accounts 
result in provisions for deferred taxes. These are segregated in the deferred income and mining 
tax account at year end. 


UNITED KENO HILL 
MINES LIMITED 


(g) Retirement plans 
The costs of retirement plans are charged against earnings in the year premiums or required 
fundings are payable. Past service costs are being amortized over periods of up to twelve years. 


2. Continuance 
Effective May 10, 1979, the company was continued under the Canada Business Corporations Act. 


3. Mining operations 
Known ore reserves are expected to provide ore for milling through 1982. Management is of the 
opinion that additional open pit and underground ore reserves can be economically developed. No 
positive tonnage estimates of these potential reserves are possible at this time. Recovery of the remaining 
undepreciated cost of plant and equipment and the investment in stores and operating supplies is 
dependent on the development of sufficient new ore to maintain a profitable level of production. 


4, Metal in transit and settlements receivable 


The estimated realizable value of metal in transit and settlements receivable has been determined 
using values of: 


Month of settlement Ounces $Cdn./ounce 
ee rrrr—“ sr 246,385 25.55 
February. .............................:.....5...... 166,857 40.99 
March -............................... 141,384 CI, 
WO rrrr—e—“‘“‘“‘i‘C‘“ “ROCCO 212,178 26.81 

826,804 


* Due to transportation delays in January 1980, shipments that would ordinarily have been settled in April 
will not be settled until May. 


5. Retirement plans 
Unfunded past service costs are approximately $277,000 (1978— $270,000). While the company has no 
legal liability with regard to past service costs, its present intention is to fund and amortize such 
unfunded past service costs over periods of up to twelve years. 


6. Income and mining taxes 
The provision for income and mining taxes is approximately 36.9 per cent of earnings before taxes in 1979 
compared with 28.5 per cent in 1978. The increase in tax rate for 1979 reflects mainly a reduction in the 
earned depletion allowance available for income tax purposes. 


Elsa Townsite in foreground, 
industrial area in background 


UNITED KENO HILL 
MINES LIMITED 


TEN-YEAR SUMMARY 


J 1978 
OPERATING RESULTS: 
Net-revenue: from metalshipmentsy-s.e. a, 6 Petghatadk War (C $ 49,025 
Operating and:administrative expenses. 0) 29. ice 14,776 
Operating, protit. béforesindernotediitems: 91a eee 34,249 
Deduct (add) 
Depreciation: and amortizationemu.s, 1 ee trae ee 847 
Expenditures on exploration and development............ 2,006 
Interestand Sundry: Incomic¢zgs23..- ae eee (1,454) 
Income and mining tax provision (recovery) net of 
extraordinary items*: <4 <.\;on er eet era ee 12,124 
Earnings. (loss): for-the years. sone at ae re eee $ 20,726 
WORKING CAPITAL 
Currentassets xcs a. Gates Wat teea a eee eg te ee $ 43,508 
Currenthabilitiesscs S35. s vaete ys ere ee ne ne rene PuCRES 
$ 31,313 
NUMBER OF SHARES OUTSTANDING: ('000)....................00005 2,470 
Pen share}: Carninosi.a..0 1 ec ont een te en See ae $ 8.39 
=. GIVIGENGS 5270s sane eek er Utes ee ee ee $ 2.00 


($00( 


1978 


$ 18,453 
12,436 
6,017 


5695 
1,060 


JF OPERATING DATA 


mitted) 


1977 


$ 14,426 


10,258 
4,168 


393 
955 


1976 


$ 10,358 


del 29 
2,629 


oo2 
699 
(1,004) 


805 
oy 15/37 


$ 15,149 


889 
$ 14,260 


1975 1974 
$13,495 $15,538 - 
8,667 6,438 
4,828 9,100 
437 350 
909 1,591 
(890) (625) 
1,435 1,700 
$ 2,937 $ 6,084 
$14,819 $14,607 
668 955 
$14,151 $13,652 
2,470 2,470 
Sun $n 2.46 
GeO 0 este 100 


1973 


$ 9,868 


4,896 
4,972 


365 
1,266 
(386) 


102 
$ 3,625 


1972 


$ 4,533 


4,164 
369 


364 


2,470 
$ (0.29) 
$ 0.10 


1971 1970 
$ 4,545 $ 4,790 
4,338 4,229 
207 561 
398 395 
1,007 691 
(425) (753) 
(219) 59 
$ §=6(554) Sy 109 
$ 8,478 $ 8,667 
566 718 
$7,912  $_7,949 
2,470 2,470 
$ (0.22) $ 0.07 
$ 60.10 $ 0.10 


COMPARATIVE 


Fiscal Year 


Total for Years 


Dec 

Dec. 

Dec: 

Dec. 31, 1973 

Dec. 31, 1974 

Dec. 

Dec. 

Dec. 

Dec. 31, 1978 
Deceit 979i ae 


STATEMENT OF 


Production 


PRODUCTION BY YEARS 


Ore 
Milled 
Tons 


g002 19 
D372E5 
94,754 
80,646 
94,819 
O22 
90,860 
TS ;O10 
91,486 
90,082 

124,322 


108,831,203 


2,601,960 
2 919.695 
203,021 
3,134,828 
3 251,209 
2,917,920 
2,369,770 
2,784,098 
2S LOD 
2,481,356 


Lead 
Lbs. 


397,618,532 


6,583,652 
8,220,513 
6,108,042 
7,262,400 
6,734,719 


6,407,368 


4,909,101 
5,911,083 
7,921,014 
5,620,065 


308,934,611 


7,467,164 
6,533,208 


3,307,178 - 


1,345,062 
545,357 
620,763 
621,945 
450,904 

17.993 


Cadmium 
Lbs. 


3,902,230 
98,687 
84,832 
46,731 
17,944 

1330 
8,758 
8,394 
6,135 

241 


3,931,446 136,519,709 462,896,489 329,844,185 


4,181,252 


OPERATING OFFICIALS 


Elsa Operations 


Vee Be SMELT era tre clewret taqsrtet hey mene mee Mine Manager 

Ae DICKSON styl cia wong ed eee Wee General Superintendent 

J HOEZ APFELN Gee om. os eer ays ee ees Superintendent — Underground Mines 

Raw oMCW BIRTERS segs nace cite enn Superintendent — Open Pit Mines 

GS DEBYLES scr hier tee a eee ee ee Mill Superintendent 

W Ge BENNESI recs ete eran Shc a ee Plant Superiniendent 

Ca Ri THOMAS 2 cee indent cage een cucnmin ss Mine Engineer 

JSP. FRANZENE sc. stove vce ees eee Be coties Chief Geologist 

eLEVICKT 5, 55 So Mats preven ett te Chief Exploration Geologist 

Le. WeGARLY LEXIS © eran ar ace eo ee ees Chief Mine Geologist 

Wiel LIENR Yi ase eae ets eee ae oe eee ae ee Office Manager 

KK BERG wart ne & Personnel Supervisor 

Whitehorse Operations 

RSESV AN: VASSEUIE Co. epe ee mica: Exploration Manager 

Ris eJOVS aoctetcnguene netics era pee Senior Exploration Geologist 
CONSULTANTS 

ROEAVANSLASSBLE oct te ene ere ie Consulting Geologist 

BEGalt PICKARD estore Lae eet oe Consulting Metallurgist 
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